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Investigations into tax fraud scandals which have brought
about the firing or suspension of six tax collectors and the in.
dictment of two others for irregularities in Federal tax collec-
tors' offices have brought the 17th Congressional District's rep-

resentative—Congressman Cecil
light recently.
Representative King, whose

R. King—into the national spot-

district embraces Torrance, Lo-

mita, Harbor City, and other South Los Angeles areas, is con-
ducting the tax fraud investigations as chairman of the House
Ways and Means subcommittee set up for the purpose.

The committee, began  hitting the * national

month with the announcement

headlines last
that more than a’ score of tax”

office employees had been suspended, fired, or had resigned

ufider the pressure of investigation. “,*

Included on the list were such names as Denis W. Delany,

Boston Collector, who is‘under
negan, St, Louis Collector,.who

indictment, anrd James P. Fin-
is_also under indictment,

The ‘appointment of King, a Democrat, to the chairmanship.
of the subcommittee is considered by many here as a deserved
recognition of the abilities of the Congressman.

In an effort to acquaint the citizens of Torrance with a
complete background of the tax fraud investigation, the Tor-.
rance Herald is here reprinting an article that appeared re-
cently in the Sunday Star of Washington, D. C.

The hearings will be shifted

the first of the year, Congressman King has announced.

to the West Coast shortly after
He

said his committee plans to open hearings in San Francisco

about January. 7.

How deep have irregularities
and corruption gone in the
Bureau of Internal Revenue's
far-flung tax gathering offices?

A House Ways and Means
subcommittee heeaded by Repre-
sentative Cecil R. King, Demo-
crat, of California, has faced
up to that question in a series
of public' hearings that are ex.
pected to continue intermittently
well into next year.

With two internal revenue col-
lectors already under indict-
ment on bribery charges, with
another suspended on chavges
of inefficiency and with reports
of unsavory conditions in bureau
offices pouring in from San
Francisco to Boston, the truth.
it was admitted by all, needec
to be ascertained.

In a comparative sense, the
Government could stand scand-
als in other bureaus. The R¥FC
might be accused of irregulari-
ties; there might be five-per-
centers stalking the halls of
other agencles; elsewhere,, out-
right thievery might prevail.

But when it came to the
Bureau of Internal Revenue,
that was a different matter.
This was something that struck
at the very core of the whole
moral fiber of the Government;
something that concerned every
one in a personal way. This
was something like a‘ scand:
al in the FBI,

Chairman King, expressing
the feelings of many who have
followed the growing list of
reported scandals in the tax
offices, said that public confi-
dence has been shaken by indi-
cations of ‘corruption and in-
efficiency”  within the bureau.
“The foundation stone of our
American tax system,” he ad-
ded, “is the belief of the Ameri-

dictment was returned only last
Friday (October 12) against the
former St. Louis collector, James
P. Finnegan. 'This ruddy-faced,
fast-talking friend of { President
Truman figured prominently in
the House subcommittee's recent
hearings here (Washingtaon, D.
C.) Indictments have been re:
turned or are under considera-
tion against lesser officials in
some of the offices.

And that is not all. “This is
only the beginning,” one official
said wryly.

Mr. King and his subcommit-
tee are “looking into the affairs”
of “two or three other collec-
tors,” Another report said.the
bureau itself, working closely
with the House investigators, is
checking on “five or six other
offices.”

What those inquiries  would
turn up was anyone's guess.
Subcommittee members expless-
ed shock at Finnegan's testl-
mony that he spent, at most,
only a few hours a day in his
office, and that he conducted on
the side, a lucrative law practice
that included, curiously enough,
several clients having tax diffi-
culties and others seeking RFC
loans or having some sort of
business with the Government.

Asked if other offices might
turn up patterns similar to
those revealed in the Finnegan
hearings, Mr. King said, “Don’t
be too surprised.”

Whatever the extent of cor-
ruption, there apparently 1s no
evidence that the Richmond and
Baltimore offices—to which
Washington area taxpayers send
their returns—are involved.

Whether the irregularities
might extend into the bureau's
Washington headquarters was
left hanging. To such a ques-
tion, Adrian’ W. DeWind, the

can taxpayer in the intagrity
of those who inister the
system.”

Mr, King's point was that to-
day Americans, who are being
billed for the heaviest taxes in
the Nation’s history, have the
right to expect utterly fair and
dispassionate execution of tax
laws. But the King Committee's
findings have touched so many
offices of the Internal Revenue
Bureau, and have turned up so
many questionable instances,
that the public is entitled to
hold serious doubts about the
whole tax setup.

Complaints already have in
volved seven of the largest col:
lection districts in the country—
San Francisco, St. Louis, Kansas
City, Detroit, New 'York, New-
ark, and Boston,

The former Boston collector,
Denis W, Delaney, was indicted
several weeks ago. A bribery in-

ittee's 87-year-old, bar
hitting chief counsel, replied:

“It's too early to say.”

But Mr, King interposed, “It's
a little bit too early.”

Mr, DeWind, who learned the
ing-and-outs of Washington
while serving ‘as the Treasury's
tax legislative counsel in 1947
48 before joining a New York
law firm, hinted at some irregu-
larities while questioning Fin-
negan last week on his activl-
ties as St. Louis collector.

He asked repeatedly if Fin-
negan had ever given any gifts
to Government officials on be-
half of the American Lithofold
Corporation of St. Louls, which
has been in the spotlight of a
Senate inquiry into the activi-
ties of Democratic National
Committee Chairman Bill Boyle,

Mr, Finnegan, who acknowl-

edged that he worked simul-

TWO TORRANCE SOLDIERS
WIN 'WINGS' IN JAPAN

Two Torrance soldiers half-seriously added “airmen” to the
list of nicknames they've collected from their Army training.
. They. were Sgt. Gail Cox, 2116': Andreo avenue, and Cpl
Bobby L. Tyler, 822 Sartori avenue, both members of Company
C, 578th Engineer Battalion, former Inglewood National Guard

unit.

The unit made a one-hour training flight in huge Air Force
(119 and C-46 cargo planes as a climax to several weeks' train.
ing in combat air transportability,

Vehicles, equipment, and men were loaded aboard the planes

at Misawa Air Base, near the

engineers' permanent camp at

Camp Haugen, then took a brief flight over the surrounding

territory.

They had previously qualified as land-fighting “seamen” by
making a sea voyage and practice amphibious landing at Chiga-
saki Beach, near Yokohama, last summer,

Cox is a platoon sergeant in
gerves as a platoon medic,
Torrance's Company A has,

the Inglewood unit, while Tyler

been taking its preflight train:

ing in loading techniques at Camp McNair, near Mt, Fuji, but
has not participated in actual flights,

The engineers are a part of Southern California's 40th In-
fantry Division, which was called to active duty last year and

sent to Japan In April

| Revenue Scandal May

STRATEGY HUDDLE . . . Democrats O'Brien and Klnxé. Republicans Kean and Curtis and
Staff Members DeWind and Lyon map further internal revenue hearings. (Star ghoto.)

taneously for American Litho-
fold and the Internal Revenue
Bureau, said he didn't remem-
ber. His amnesia persisted even
after .it was brought out that,
in the Senate inquiry on the
Lithofold company, he had de-
nied flatly that he had ever
passed any gifts to Government
officials. .

The exchange has importance
in the overall view of thesub-
committee’s activities, as Mr. De-
Wind said:

“We have some information
that some Federal officials re-
ceived gifts."”

Who they are and the cir-
cumstances under which thé gifts
were received remains to be
brought out. But it is under-
stood - they include, as insignifi-
cant as it may seem, such gifts
as a camera to a man occupy-
ing a key position.

In all fairness, it should be
said that the scandals have
touched only a relative few of
the bureau’s 57,000 employes. But
all of them are keenly aware of
the reflections cast upon the
agency by the startling disclos-
ures.

In the 70-0odd years the bu-
reau has been a statutory agen-
cy, there has mever been any-
thing like the, scandals now
sweeping through the organiza-
tion. There have been, to be
sure, instances of graft and ir-
regularities from time to time.
But they have been more or
less isolated cases and have
reccived only the usual and
passing attention in the press,

For years the burcau has
operated behind a legal cloak
of secrecy as far as tax returns
and such matters were concern-
ed. ' Tax matters of individuals,
quite rightly, were held in con-
fidence. In that way there grew
up the impression—not quite ac-
curate, as impressions are. apt
to be—that this was one Gov-
crnment agency above and be-
yond the usual suspicions. This
was the prim old maid, safe
and secure,

Events in the past year have
brushed aside the idea of pur-
ity—and have brought to bhu-
reau officials a real and press-
ing problem in restoring public
confidence in the tax collestion

agency.

For the most part, that bur-
den falls on a stalwart. Texaa.
He is Joha B. Dunilap, a career
sk who started out in the
bureau nearly 20 years ago as
a deputy collector in.Dallas
and worked his way up through
the ranks.

He inherited the present nasty
mess in the bureau when he
was .named commissioner of re-
venue a little more than two
months ago, succeeding George
J. Schoeneman, another carecr
man who resigned because of
ill health. In his first appear
ance before the House subcom
mittee, Mr, Dunlap said he had
been given a free hand in clean
ing up conditions. If that should
be withdrawn, Mr. Dunlap add-
ed, he would head back to Dal-
las. :

Mr. Dunlap has moved rap-
idly to straighten out conditions.
He has ordered the bureau's su-
pervisory staff strengthened and
is pushing the bureau's own
investigation into complaints of
irregularities and inefficiency.

The series of events which
have stirred the bureau and
shocked the public began a year
ago with disclosures by the Sen-
ate Crime Investigating Com-
mittee in connection with its in-
quiry into gambling in Califor
nia, Numerous irregular
were turned up in the burcau's
San Francisco office. As a re-
sult, two deputy collectors
William D. Malloy and Ernest
M. (“Mike"”) Schino—were fired
and Schino has. since been in-
dicted on fraud charges,

Then Finnegan, the St. Louis
collector, signed - on  April 4
with his office under investiga-
tion by the federal grand jury
that indicted him last week. On
June 30 Deputy Collector Sid-
ney Jacobs and Mrs, Ann
Brooks McAdoo Serge, an audi.
tor, both of the :New York of-
fice, were arrested on charges
of defrauding the Govefnment
of $40,000 on 'false claims for
overpayments of taxes.

The Boston case broke on
July 16 when President Truman
fired 'Delaney as collector as
a prelude to the official's in-
dictment later on charges of
bribery and false certification

of tax payments.

On -August 24 James B. E.
Olson, head of the bureau's Al-
conol Tax Unit in New York,
resigned after House investiga-
tors received testimony that he
was paid $5851 in 1949 and 1950
by the American Lithofold Cor-
poration while on the Govern-
ment payroll, The testimony in-
dicated that Mr. Olson figured
in the sale of Lithofold print-
ing to liquor concerns under
his jurisdiction.

On September 24 Walter Do%-

in Newark, N, J., was suspend-
ed after testifying before a Sen.
ate investigating subcommittee
that he, too, received sales fees
from the, St. Louis* printing firm
while holding his tax*job,

On September 27 James F.
Smythe, collector in San Fran.
cisco, seven lesser officials and
one employe in that office were
suspended pending an investiga-
tion “relating to incompetency.”
Officials said one employe con-
fessed juggling tax accountsand
that another admitted. embezz-
ling from an employe fund.

In addition to these cases,
Senator Williams, Republican, of
Delaware wno exposed Finne-
gan'z outside activities in a Sen-
ate speech last May, recently
called for an inquiry, into the
handling of a tax case in Kansas
City.

From Senator Moody, Michi-
gan Democrat, came a demand
for investigation of the intel
ligence unit, which handles fraud

5 the bureau's Detroit
He rais

office,
about the as
of the agents and the handling

d questions
lations of some

of major tax cases. A deep
freeze, priority in getting an
automobile and fees from a
steel transaction figured in his
statement.

Senator Moody agreed to re-
fer the matters to the House
committee ‘and Mr, King sald
they would be investigated.

The whole inquiry seems to
be mushrooming. Since the
scandals became known, every
mail delivery brings the King
subcommittee a flow of addi-
tional information. Some is ano-
nymous and some is signed. But
all is scanned and some good

Chamber Head Says

More Water Means More Johs
And Better Fire Protection

“More water means more jobsinvestigating Torrance as a site

and better protection against
fire for both home owners and
industry,” stated Henry W, Cree.
ger, manager of the American

Radiator’ and Standard Sanitary | g

plant at Torrance, Creeger, as
president of the Torrance Cham:
ber of Commerce, was discussing
the importance of the coming
water election on January 8.

“This water election is one of
the most progressive moves this
growing community has ever
undertaken,” commented the in-
dustrialist who heads one of the
major new factories to locate in
Torrance,

One of the questions fre.
quently asked by new industries

is: “How much water can you
guarantee us for our future op
' Creeger pointed out,
He expressed the belief that
jes have questioned
lack of a modern
water distribution system as a
detervent to industrial expan:
sion,'

Approval of, the water devel:
opment plan by the voters on
January 8 will start the encour:
agement of new Industries to
build in Torrance at a rate that
will continue to furnish new,
diversified jobs for local citizens,
Creeger emphasized,

Torrance is in.an enviable po
sition as far as reserve supplies

of water are concerned because
this city was one of the original
18 municipalities to form the
Metropolitan Water District
which taps the huge resources
of the Colorado River,

We have this tremendous
backlog of water dammed up at
our very doorstep, but our dis.
tribution system is entirely In-
adequate, What we need I8
simply more storage tanks, more
maing, more pumps, and similar
distributing equipment, Author:
ization to Install this equipment
to be pald for out of water de:
partment revenues 1s what Is
asked of the electorate on Janu:
ary 8, concluded Creeger,

on, an Internal Revenue agent

leads have turned up.

It is within the framework
of all these developments that
the House subcommittee is
swinging into an investigation
that promises to be headlined
for months to, come.

The seven-man subcommittee
was set up originally, prosaical-
ly enough, to look into the ad-
ministration of -the revenue laws
and recommend changes to mod-
ernize and strengthen the Gov-
ernment’s tax-collecting machin-
ery

Drawn from the traditionally
conservative tax-writing Ways
and Means committee, it is com-
posed of Representatives King,
Keogh of New York, Combs of
Texas and O'Brien of Illinois
(Democrats), and Kean of New
Jersey, Cur
Byrnes of «Wisconsin
cans)

Tie Kefauver committee dis-
closures discupted its quiet pur-
suits last spring, and it set
out then to investigate the tax
returns of gamblers and racket-
eers. For this purpose it ob-
tained  the returns of 2500 un-
derworld figures and proposed
to begin its investigations by
looking into what could be done
to see that such characters paid
a full tax on their illegal earn-
ings.

But the revelations about cor-
ruption and irregularitics with-
in the bureau setup switched
the emphasis. The subcommit-
tee found itself faced with the
immediate necessity of looking
into these more ious charges.

A preliminary survey by the
subcommittee indicated that
most cases of corruption and
irregularities within the bureau
occurred in the field and involv-
ed collectors, depities and un-
derlings.

That survey showed that criti-
cisms of the bureau included
reports of taxpayers with an
“in” receiving unduly favorable
treatment; that many bureau
employes received outside | in-
comes the particulars of which
:|often were not explained; that
there had been little supervi-
sion by the bureau over mat.
ters in which the country's 64
collectors are involved; that gam-
blers and ‘racketeers ‘were ac-
corded different and less exact-
ing treatment than the ordina-
ry taxpayer receives, and that
red tape, duplication of . func-
tions and inefficiency prevailed
within the bureau.

In a more disturbing way, the
subcommittee learned that a
number of bureau employes
have been living on a scale be-
yond anything possible on their
Government salaries. Some of

(Republi-

these matters have been explor-
ed in' closed sessions of the sub-
committee,

What was turned up shocked
the subcommittee members. For
example, the subcommittee was
told by some agents that their

of Nebraska and |

usual incomes were due to great
proficiency at bridge and poker,
and what Mr. DeWind referred
to at one time in the recent

The subcommittee, astonished
by ‘su°k explanatior:s of income,
won rcluctant assent from the
turean and Tr ny Secre
Snyder for circuiation of a ques
tionnaire designed to disclose
the net worth of most bureau
employes, their sources of in-
come, their holdings in securi-
ties and such matters.

Jeset _with. the attacks on its

ther. It sent out letters seck-
ertain which employes
s of income
somewhat bela-
since last January
s been an “under-
standing' that collectors must
devote their Tull time to their
duties, “In. many instances ne-
glect of duty and failure of
integrity,” the subcommittee has
already concltuded, “may have
n associated with too exten-

sive outside  interests.
The subcommittee thus far
has held public hearings only

on the Olson case in New York
and the Finnegan case here,

1t ha scheduled  hearings
starting esday into the Bos-
ton case in which the former
collector, Delaney, is under in-
dictment. In those hearings it
will explore further what Mr,
King has described as indica-
tions of “an organized plot to
corrupt collectors in several dis-
tricts in various parts of the
country."

Finnegan, the former St.Louis
collector, figures in the Boston
case in an important way in
what the subcommittee suspects
was an insurance scheme, not
yet fully explained, involving the
solicitation of business
petsons having tax difficulti

raised about the St. Louis off-
lce, the hearings brought out
that Finnegan's brother Hugh,
48.year-old Long Island (N. Y.)
resident, and a New York in-
surance man, Daniel Friedman,
arranged interviews with the
Philadelphia collector and then
the Boston collector.

They got a brushoff in. Phila-
delphia, but after their inter-
view with Delaney they saw
Maxwell Shapiro, a Boston wool-
en manufacturer, and obtained
$10,000 worth of business. The
Delaney indictment charges that
thé former collector received
$2500 to influence his decision
in a tax-claim against the wool
en manufacturer Strangely
enough, both. the Finnegans re-
ceived payments from the New
York insurance firm shortly af-
ter it obtained the Shapiro busi-
ness, although both strongly
contend it was for legal and

T DAUBERS . . , Stirring up another batch of paint to put new life In the stage

public hearings as “an infallible | case to the extent
system of winning on the hors- |

integrity, the bureau went fur-|

from
.| Melville,
After the same question was

Be Hot Potatoin 1952

other services.
Testimony re

sived by the sub-

committee also indicated that
Finnegan figured in the Olson
that he in-

aleohol tax
American

troduced the former
unit official to the
Lithofold Corporation.

In the offihg are investiga-
tions in San Francisco and other
places ‘where irr ities have
been reported.,

The subcommitice expects its
fons to continue well
presidential election
ably, then, they are
like!y to become an issue in the
campaign, for if indications are
horne out; the corruption in the
burecau may become the No. 1
scandal of an era already noted
for.“five percente deep freez.
es and mink co: &

Cof € Primary
Results Listed,
Vote Under Way

Results of the primary elec-
tion to name ecight new directors
of the "Torrance. Chamber of
Commerce are announced by the
election committeé¢ composed. of
James Squire, chairman, Charles
Schultz Jr, and Edward Ra.
phael.

The top 16 receiving the larg-
est vote in the order of veotes
received are announced as fol-
lows: Bob L. Haggard (incumb-
ent), Henry W. Creege (in-
cumbent); G. M. Eastham, M.D,,
J. H. Paget, Paul D. Loranger
(incumbent), Henry Ulbright, A.
D. Wagen, J. D. Spalding, Gro-
ver C. Whyte, Donald Arm-
strong, Darwin Parrish, James
Squire, Jack Dabbs, Sam Levy,
Charles Ver Jones, and John

From these 16 nominees the
mermbership will elect eight, who
with - the six directors whose
terms have not yet expired, and
one new director to be appointed
by the new board, will comprise
the 15-member board of directors
for ‘the ensuing year, according
to Chamber President Creeger,
Expansion. of the governing
board from nine to fifteen mem-
bers was recommended by Presi-
dent Creeger in order to afford
broader community . representa.
tion on the Chamber, of Com-
merce board.

Final run-off ballots are being
mailed this week, according to
Executive Secretary Blaine Wal-
ker, and they must be returned
prior to noon, Thursday, Novem-
ber 29, to qualify.

Hold-over dircctors are O. A,
Kresse, Reed H. Parkin, Robert
L. Plomert Jr., Charles T. Rippy,
Dean L. Sears, and William A,

Zoeller,

sets

| at Torrance High School are (left to right) Richard Ugland, Fenny Baker and Bob
The boys are pairting the scenes for the fortheoming senlor play entitled, *Men rl\l;;bbltlllfo

Streetcars,” (Herald FPhoto,)
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